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CONFIDENTIAL BRASILIA 2283 
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SUBJECT: SHIPS/CRAFT ON LEASE TO BRAZILIAN NAVY 

REF: A. 75 STATE 222561 (DTG 181624Z SEPT 75) B. 76 CNO 
242316Z SEPT 76 C. 76 BRASILIA 9338 (DTG 051930Z NOV 76) 

D. STATE 043294 E. 75 STATE A-6443 

1 . PURPOSE. PURPOSE OF THIS MESSAGE IS TO FORWARD THE REQUEST 
OF THE BRAZILIAN NAVY (BRAZNAV) TO PURCHASE FOUR USN SHIPS 
PRESENTLY LEASED, TO PROVIDE THE FORMULA UTILIZED IN THE RECENT 
MAP REVERSIONARY RIGHTS AGREEMENTS WITH THE NAVY AND ARMY, AND 
TO SEEK APPROVAL OF THAT FORMULA AS A BASIS FOR BRAZILIAN NAVY 
PURCHASES OF THE LEASED SHIPS/CRAFT. 

2. BACKGROUND. REF A PROVIDES US POLICY ON USN SHIPS/CRAFT 
LEASED TO FOREIGN GOVERNMENTS. REF B OFFERED LIMITED LEASE 
EXTENSION. REF C ADVOCATED FULL TERM LEASE EXTENSION AS EXCEP- 
TION TO POLICY. REF D PROVIDED POLICY RESOLUTION. INFORMATION 
IN REF D TRANSMITTED TO BRASNAV ON 7 MARCH 77. 
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3. BRAZNAV MESSAGE TO THE US NAVAL MISSION ON MARCH 

15, 1977 EXPRESSED INTEREST IN THE PURCHASE OF ARB 12, ARD14, 

YFN 903 AND LST 1 174. UNOFFICIAL CHANNELS OF INFORMATION 
INDICATE THAT BRAZNAV WILL PURCHASE THE SHIPS/CRAFT IF 
THE OFFICIAL PRICE OFFER FALLS WITHIN THEIR BUDGET LIMITS. 

CONSIDERING THIS AS A REQUEST TO PURCHASE, THE NEXT STEP 
PER REF E IS FOR USG TO DETERMINE REASONABLE PURCHASE PRICES. 
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PRICE ESTIMATES WERE PROVIDED BY REF E AND UPDATED BY REF B. 

4. ALTERNATE PRICES. METHODOLOGY FOR COMPUTATION OF SCRAP 
VALUE PRICES OF MAP MATERIAL DURING RECENT SALE OF REVERSIONARY 
RIGHTS PROVIDES VALID PRECEDENT FOR DEVELOPMENT OF SCRAP VALUE 
OF SHIPS/CRAFT INVOLVED. LISTED BELOW ARE SHIP/CRAFT, DISPLACE- 
MENT, SCRAP VALUE FACTOR (SVF), RESULTING PRICE CALCULATED WITH 
ABOVE METHODOLOGY USING LOCAL SCRAP VALUE OF APPROX US $73 
PER SHORT TON. 

SHIP/CRAFT DISPL SVF PRICE 


AFDL 39 

7500 

.1 

$ 61K 

ARB 12 

2275 

.75 

$ 139K 

ARD 14 

5200 

.75 

$ 317K 

YFN 903 

160 

1.00 

$ 13K 

LST 1174 

3560 

.75 

$ 217K 


NOTE 1: DISPLACEMENT (IN LONG TONS) FROM US NAVAL VESSEL 
REGISTER. 

NOTE 2: SCRAP VALUE FACTOR REPRESENTS ESTIMATED FRACTION OF 
SHIP CONVERTIBLE INTO SCRAP. SVF FOR AFDL 39 IS LOW BECAUSE 
OF CONCRETE HULL CONSTRUCTION. 

NOTE 3: BRAZNAV HAS NOT REQUESTED TO PURCHASE AFDL 39. HOWEVER, 
WE RECOMMEND MAKING FIRM PRICE OFFER. 

NOTE 4: VALUE OF RESIDUAL EQUIPMENT REMAINING ON BOARD SHIP 
IS CONSIDERED INSIGNIFICANT EXCEPT FOR LST 1174. 

5. WE RECOMMEND CH MILGP BE AUTHORIZED TO PROCEED WITH OFFER 
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TO BRAZILIAN NAVY AT THE SCRAP VALUES INDICATED IN PARA 4. 
CRIMMINS 
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NNN 
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